
PUBLIC EMPLOYEES RETIREMENT BOARD MEETING
May 16, 2005

8:30 A.M.

A regular meeting of the Public Employees Retirement Board convened at 8:30 a.m., Monday,
May 16, 2005, in the TierOne Community Meeting Room at 1221 N Street, Lincoln, Nebraska.

The Board members were notified of this meeting by letter dated May 6, 2005.  Public notice of this
meeting was published in the Lincoln Journal Star and Omaha World Herald on Monday, May 9,
2005.  Mr. Peters chaired the meeting and Ms. Linder recorded the minutes.

MEMBERS PRESENT: CHARLES PETERS, CHAIR
JULIA MOELLER, VICE-CHAIR
DENIS BLANK
WILLIAM HASTINGS
ROGER REA
DALE KAHLA
MARK SHEPARD
GLENN ELWELL
CAROL KONTOR, EX-OFFICIO

NONMEMBERS PRESENT:

ANNA SULLIVAN
  Director
KRISTA DAVIS
  State Auditor’s Office
JOE SCHAEFER
  Legal Counsel
TERESA ZULAUF
  Internal Auditor
JAN FOX
  Training Supervisor
NADINE AULT
  Training Specialist
JASON HAYES
  Legislative Retirement Counsel
RON NIEWOHNER
  Project Manager
JANE HANSEN
  Retirement Plan Supervisor
RANDY GERKE
  Accounting and Finance Manager
SHEILA LINDER
  Administrative Assistant



Agenda Items 1 & 2 - Meeting Called to Order:  Chairperson Peters called the May 16, 2005,
Board Meeting to order at 8:36 a.m. Present at roll call:  C. Peters, J. Moeller, D. Blank, W. Hastings,
R. Rea, D. Kahla, M. Shepard, G. Elwell, and C. Kontor.  Absent:  None.

Agenda Item 3 - Approval of Minutes:  Ms. Moeller moved that the minutes of the April 18, 2005,
Board Meeting be approved.  Motion was seconded by Judge Hastings.  Members voted as follows:
For:  J. Moeller, D. Blank, W. Hastings, R. Rea, D. Kahla, M. Shepard, G. Elwell, and C. Peters.
Against:  None.  Motion carried.

Agenda Item 4 - Approval of Budget Status Report & April Retirement Report:  Ms. Moeller
moved to approve the budget status report and the April Retirement Report.  Motion was seconded
by Mr. Rea.  Ms. Moeller asked why Audit and Accounting Services is over budget.  Ms. Sullivan
stated that we estimate budgeted amount using a best estimate based on prior year.  There is an
assessment for services that DAS provides.  Mr. Gerke stated part of last year’s audit is in this year’s
expense.  The auditing expense does include the school plan audit only.  Mr. Rea asked if we have
considered having it paid by DAS or some other entity.  Ms. Sullivan responded this dates back to
possibly 1945.  The cost is approximately $40,000.  Ms. Moeller also asked about legal expenses.
Ms. Sullivan stated a large part of this amount was to Groom Law Group for the compliance audit
and resubmission of plans for requalification.

Members voted on the motion as follows:  For:  D. Blank, W. Hastings, R. Rea, D. Kahla,
M. Shepard, G. Elwell, C. Peters, and J. Moeller.  Against:  None.  Motion carried.

Agenda Item 5 - Public Comments or Correspondence from Citizens:  There were no public
comments or correspondence from citizens with business not scheduled on the agenda.

Agenda Item 6 - DCP Annuity Contract Award:  Ms. Sullivan stated we cannot self annuitize the
deferred compensation plan annuities and we have a very small number of DCP members that select
an annuity.  Each year we send out a request for bids.  The only bid received this year was from
United of Omaha this year.  They are a financially strong company.  Ms. Sullivan recommended that
we accept the bid of United of Omaha for the coming year’s contract.  Judge Hastings moved to
approve the bid of United of Omaha.  Ms. Moeller seconded the motion.  Ms. Moeller asked how it
compared to last year.  Ms. Sullivan confirmed that the bid is close to last year’s bid.  Ms. Kontor
asked if we used unisex or male rates.  Ms. Sullivan stated that we need to use the unisex rate.  Ms.
Sullivan noted that this was the standardized bid form that was used, but we do use the unisex rate.
The members voted on the motion as follows:  For:  W. Hastings, R. Rea, D. Kahla, M. Shepard,
G. Elwell, C. Peters, J. Moeller, and D. Blank.  Against:  None.  Motion carried.

Agenda Item 7 - Budget Update:  Copies of the 2005-07 Biennium Request (the summary of the
Appropriations Committee preliminary recommendation).  Ms. Sullivan reviewed the budget request.
She noted the Tech Plan increases were to provide staff training to learn the language the PIONEER
system is programmed in so the maintenance and support of the system can be taken over by our
staff.  Also included is the Master Lease for financing of the PIONEER system, which is being done
over a seven-year period.  Maintenance and support is not included in the Master Lease.

The request for a programmer for the IT Team was only approved for the first year of the biennium.
The request for SOS staff for the conversion of old microfilm documents to the imaging system was



not approved.  Ms. Sullivan noted that we have kept Covansys on for maintenance and support longer
than we anticipated.  Mr. Niewohner stated we had to go back and redefine processes.  Ms. Sullivan
noted there have been five major bills since work on PIONEER began.  She stated that we need
ongoing support and maintenance until our staff is fully trained to handle the support and maintenance
in-house.  We need to submit a report on an exit strategy to the Appropriations Committee by
December 2, 2005.  Mr. Gerke stated he thinks the reason the funding was not approved for the
second year was the projection that the Covansys support would end by 2005-06 and they want to
make sure we are on track before they approve funding.  They also may be under the impression that
PIONEER is not completed.

Judge Hastings moved to accept the report and approve it.  Mr. Kahla seconded the motion.
Members voted as follows:  For:  R. Rea, D. Kahla, M. Shepard, G. Elwell, C. Peters, J. Moeller,
D. Blank, and W. Hastings.  Against:  None.  Motion carried.

Agenda Item 8 - Legislative Update:  Mr. Schaefer stated there is not much to report on this month
for the State legislative update.  Tomorrow LB 364 is up first on the agenda.  This is the second
committee priority bill.  We anticipate it will go through rather quickly.

There is a Federal development on 414 pickup rules.  There is discussion about taking away the
provision that gives favorable tax treatment, which would have a huge impact on our members.  If the
status changed and the money would be taxable, they would have less money to work for them.  Two
letters have been sent to our representatives.

Mr. Blank moved that the Board go on record as opposing the elimination of Section 414 “pick-up
rules,” and direct staff to draft one letter to the Nebraska Congressional Delegation for the Board
members’ signatures at the next meeting.  Mr. Rea seconded the motion.  Members voted on the
motion as follows:  For:  D. Kahla, M. Shepard, G. Elwell, C. Peters, J. Moeller, D. Blank,
W. Hastings, and R. Rea.  Against:  None.  Motion carried.

Ms. Sullivan mentioned that an email from Cynthia Moore of NCTR regarding the House Pension Bill
was also included in the Board packets.

Mr. Schaefer and Ms. Sullivan will keep the Board apprised of what develops.

Agenda Item 9 - Investment Council Update:  Ms. Kontor reported the Investment Council has
not met since the last PERB meeting.  They will meet next week.  They have been busy implementing
action from the last meeting.  The Investment Council will be making a decision whether or not to put
money in private real estate.

Ms. Kontor reported the first quarter total for the defined benefit plans was a negative 1.6%.  The
stock market was down a little more than that.  The market has been down some since March 31.

Due to preparations for the Investment Council meeting, Ms. Kontor asked to be excused following
the Director’s Report.  Approval was given.

The Board took a break at 9:57 a.m. and reconvened at 10:10 a.m.

Agenda Item 10 - Director’s Report:  Ms. Sullivan’s Director’s report was distributed with the
Board packets.  She stated there is one issue dealing with the dividend to Cash Balance members.  To



be eligible for the dividend the members needed to be working on April 18, 2005.  If a member
terminated employment prior to that, they are not eligible for the dividend.  Agencies are supposed to
notify us within two weeks of an employee termination.  Due to paying out unused leave balances,
etc., notification to us may take 60 days.  We are going to wait to grant the dividend to ensure that
notices have been received on all individuals who terminated prior to April 18.  This will avoid the
risk of an ineligible member receiving the dividend.  Ms. Sullivan would like to have the dividend
processed by mid-June so it is processed during the second quarter.  The employees who are eligible
will earn interest on the dividend back to April 18th.

A letter was received from Hartford dated April 27, 2005, regarding frequent trading activity in the
mutual fund industry, which is a growing concern.  This is pertaining to the old deferred
compensation plan.  In the last paragraph, they announce effective August 15, 2005, an Amendment
to the Administrative Services Agreement “provides for a Frequent Trading Policy and Procedure
enabling a plan sponsor or The Hartford to restrict or suspend any or all participants engaged in
frequent trading activity from internet, phone, facsimile or other electronic investment option transfer
privileges.”  They will be required to trade by regular U.S. mail only.  Mr. Kontor asked if there is
anything on how Hartford defines “excessive” or “abusive” trading.  She suggested that Ms. Sullivan
write The Hartford and request how they define “excessive” or “abusive.”  Mr. Blank noted that from
day one the plan members have been told they can move their money around unrestricted.  Ms.
Sullivan will contact The Hartford and ask them to define “excessive” and “abusive.”  Ms. Sullivan
and Mr. Schaefer will also review the contract.  Ms. Kontor wants to ensure they have the authority
to impose this on the members.

Ms. Sullivan stated she has talked to Mr. Slishinsky about a special meeting this year with plan
members.  Some member groups would like to have more access to the actuary.  She and Mr.
Slishinsky are looking at something in September or October, or after the annual evaluation is
completed in November.  The member groups are showing more interest in knowing how things work
within the plan, which is good.

Ms. Sullivan stated in January she mentioned that she wanted to attend the NCTR Director’s
Meeting.  She asked for approval to attend the conference.  Mr. Rea moved for approval to attend the
NCTR Conference.  Ms. Moeller seconded the motion.  Members voted as follows:  For:
M. Shepard, G. Elwell, C. Peters, J. Moeller, D. Blank, W. Hastings, R. Rea, and D. Kahla.  Against:
None.  Motion carried.

Mr. Rea asked when we would receive updates on the methodology for purchasing out of state
service for the school plan.  Ms. Sullivan stated current law provides that out of state service
purchase is the actuarial cost of the enhanced benefit.   The method of determining that actuarial cost
was based on what benefit the person would be eligible for because of the purchase.  We asked the
actuary to review the methodology.  We want to test three different methodologies against actual
cases before we would consider a change to the methodology.  The majority of the people who
purchase service tend to be close to retirement, which is the most expensive time to make the
purchase.  The Board would like to be kept posted on this project.

Judge Hastings moved to approve the Director’s Report.  Mr. Kahla seconded the motion.  Ms.
Moeller asked about Ms. Sullivan’s vacation plans.  Ms. Sullivan will be out of the office a large
portion of July.  Members voted as follows:  For:  G. Elwell, C. Peters, J. Moeller, D. Blank,
W. Hastings, R. Rea, D. Kahla, and M. Shepard.  Against:  None.  Motion carried.



Agenda Items 11 & 12 - Executive Session:  At 10:50 a.m., Ms. Moeller moved that the Board exit
Regular Session and convene in Executive Session for the purpose of discussing disability
applications from plan members and legal issues.  Motion was seconded by Mr. Blank.  Members
voted as follows:  For:  C. Peters, J. Moeller, D. Blank, W. Hastings, R. Rea, D. Kahla, M. Shepard,
and G. Elwell.  Against:  None.  Motion carried.

Ms. Kontor left the meeting at 10:50 a.m.

At 11:15 a.m., Ms. Moeller moved that the Board exit Executive Session and reconvene in Regular
Session.  Motion was seconded by Mr. Elwell.  Members voted as follows:  For:  J. Moeller,
D. Blank, W. Hastings, R. Rea, D. Kahla, M. Shepard, G. Elwell, and C. Peters.  Against:  None.
Motion carried.

Ms. Moeller moved for approval of the disability applications of V. Reding and J. Soderquist.
Mr. Kahla seconded the motion.  Members voted as follows:  For:  D. Blank, W. Hastings, R. Rea,
D. Kahla, M. Shepard, G. Elwell, C. Peters, and J. Moeller.  Against:  None.  Motion carried.

Agenda Item 13 - Board Retreat Update:  The Retreat Committee met after the last Board
meeting.  The topics that Mr. Kahla and Ms. Sullivan discussed were the future relationship of the
PERB with the legislature, especially due to term limits; the role of the PERB with funding issues; the
DB versus DC issue; whether we want to adopt a formal position on the service annuity funding
question.  Mr. Slishinsky is planning to help with these matters at the retreat.  Rooms have been
reserved at the Lied Conference Center for August 14 and 15.  Mr. Rea asked if Mr. Slishinsky would
be able to discuss the methods of purchasing of outside service.  Ms. Sullivan will add the topic of
having the actuary discuss the different methodologies for out of state purchase of service.  Mr.
Peters suggested having time for casual discussion.

Future Meetings/Agendas:  The next meeting will be held on Thursday, June 23, 2005, in the
TierOne Community Meeting Room at 1221 N Street.  Items on the agenda will include a final
legislative update, the Covansys annual report, and an IT update.

Chairperson’s Comments:  Mr. Peters stated the Director’s evaluation will be to the Board soon.
This is annual requirement.  This will be an agenda item for June.

Adjournment:  Ms. Moeller moved that the meeting adjourn.  Motion was seconded by Mr. Elwell
Members voted as follows:  For:  W. Hastings, R. Rea, D. Kahla, M. Shepard, G. Elwell, C. Peters,
J. Moeller, and D. Blank.  Against:  None.  Motion carried.

The meeting adjourned at 11:26 a.m.

Anna J. Sullivan
Director
Public Employees Retirement Board Meeting
May 16, 2005


